May 9, 2019

Senator Don Harmon Representative Keith Wheeler
JCAR, Co-Chair JCAR, Co-Chair

329 B State House 200-5N. Stratton Building
Springfield, IL 62706 Springfield, IL 62706

Re:  Proposed 83 Ill. Admin Code Part 289, Regulatory Accounting Treatment
for Cloud-Based Computing Solutions, Illinois Commerce Commission
(“ICC” or “Commission”) Docket No. 17-0855

Dear Messrs. Harmon and Wheeler:

The undersigned utilities, along with Advanced Energy Economy (“AEE”), respectfully
submit this correspondence in support of the Commission's proposed rule, 83 ILAC Part 289 that
is currently before you, which is set to expire on July 6, 2019. See 5 ILCS 100/5-40(e). This
proposed rule concerns an accounting treatment issue that is unique to public utilities. In short,
the current accounting rules incentivize public utilities to invest in on-premises computing
systems, on which they earn a rate of return (as a capital investment), and disincentivize
investment in cloud-based systems, on which they do not earn a rate of return (as an operating
expense). The purpose of the proposed rule is to change those incentives, and “to provide
comparable accounting treatment for cloud-based computing solutions and on-premises
computing solutions.” See Proposed Part 289.10 (Purpose).

Proposed Part 289 is important because “the regulatory accounting rules have not kept
pace with technological innovation” and “[t]he disparity between on-premise and cloud
computing systems create a disincentive for utilities to invest in new technology.” See ICC
Docket No. 17-0855, Initiating Order (Dec. 6, 2017) at 1. Proposed Part 289 provides benefits to
customers by allowing public utilities to make the most efficient investment choices in
conjunction with the pace and direction of technology. It provides “a regulatory accounting
alternative that any public utility subject to this Part may utilize in order to minimize differences
in regulatory accounting treatment for cloud-based computing solutions and on-premises
computing solutions.” See Proposed Part 289.10 (Purpose).

Under Part 289, public utilities will therefore be indifferent to implementing cloud-based
solutions — instead of, for example, building more mainframe solutions — which they may have
otherwise not selected due to outdated regulatory treatment. Whether a computing solution is
cloud-based or on-premises, it must be a prudent investment and its cost reasonable in amount to
be recovered in rates. The proposed Part 289 does not change this bedrock principle of Illinois
ratemaking. Cloud-based computing solutions provide benefits to customers and can serve the
same functions as on-premises computing solutions. Proposed Part 289 simply makes the
accounting rules technology-agnostic and removes the disincentive to invest in cloud-based
systems as opposed to on-premises systems.



Senator Don Harmon
Representative Keith Wheeler
JCAR, Co-Chairs

May 9, 2019

Page 2

Moreover, for the past 18 months, the Commission has diligently presided over a
rulemaking proceeding in order to create a rule that would “level the playing field between on-
premise and cloud-based computing systems by clarifying the regulatory accounting rules to
provide comparable accounting treatment of on-premise and cloud-based computing systems.”
See ICC Docket No. 17-0855, Initiating Order (Dec. 6, 2017) at 1. And for more than a year
before that, the Commission engaged in a Notice of Inquiry process involving stakeholder
workshops and feedback.

During that time, the Commission thoroughly considered competing positions and a
variety of proposals regarding its proposed rule. The Commission considered, for example — and
thrice rejected — the Attorney General’s (“AG”) position that the rule is unnecessary. But while
the Commission declined “to accept the AG’s contention that no new rules are necessary or that
the current accounting rules are sufficient to address any disparity in the treatment of on-
premises versus cloud-based computing solutions,” it also found that proposed Part 289
addresses “many of the implementation concerns raised by the AG as regards cancellations,
incurred costs and regulatory review for prudence and reasonableness.” See ICC Docket No. 17-
0855, First Notice Order (June 1, 2018) at 8-9. The Commission also considered, and ultimately
rejected in light of the Illinois Public Utilities Act, 220 ILCS 5/1-101, et seq., the Citizens Utility
Board’s proposal that the proposed rule require a “cost-benefit demonstration.” See ICC Docket
No. 17-0855, Second Notice Order (January 9, 2019) at 9. (CUB otherwise supported Part 289).
Similarly, the Commission considered, and accepted and rejected, various aspects of the
undersigned utilities’ and AEE’s positions as well. See, ICC Docket No. 17-0855, First Notice
Order (June 1, 2018) at 19 (rejecting utility position on reporting requirements and accepting
Staff’s alternative language) and at 34 (rejecting Advanced Energy Economy position on
amortization period). This balanced approach resulted in a proposed rule that will accomplish
the ultimate goal of the rulemaking while incorporating feedback from all of the interested
parties.

The undersigned utilities and AEE are also willing to meet with JCAR Staff informally to
discuss the facts and arguments in support of their positions and in favor of adopting the
proposed rule, to provide JCAR with the same balanced approach that the Commission
employed.
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Respecttully submitted,

Advanced Energy ticongmy

By

Datc [&za}g ﬁ QO/q

Ameren Illinois Company

By

Date

Commonwealth Edison Company

By:

Date:

Aqua Illinois, Inc

By

Date

Northern Illinois Gas Company

By

Date

North Shore Gas Company

By:

Date

The Peoples Gas Light and Coke Company

By:

Datc,

[llinois-American Water Company

By.

Date

cc Jonathan Eastvold, Rules Analyst I1I, JCAR (via hand delivery)
Attached JCAR Service List (via hand delivery)
Illinots Commerce Commission Docket 17-0855 Service List (via USPS)
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Senator Kimberly Lightford
323 B Capitol Building
Springfield, IL 62706

Senator Sue Rezin
309 J State House
Springfield, IL 62706

Senator Chuck Weaver
103A State Capitol
Springfield, IL 62706

Representative Mike Halpin
272-S Stratton Bldg.
Springfield. IL 62706

Representative Steven Reick
225-N Stratton Building
Springfield, IL 62706

Karen R. Althoff
Ameren [llinois Company
370 S. Main St.

Decatur, IL 62523

Kelly Armstrong Turner, Senior Attorney
Citizens Utility Board

309 W. Washington, Ste. 800

Chicago, IL 60606

CC List

Senator Tony Munoz
323 State House
Springfield, IL 62706

Senator Paul Schimpf
M-103A Capitol Building
Springfield, IL 627-6

Representative Tom Demmer
314 Capitol Building
Springfield. IL 62706

Representative Frances Ann Hurley
281-S Stratton Building
Springfield, IL 62706

Representative Andre Thapedi
247-E Stratton Building
Springfield. [L 62706

Thomas G. Aridas. Director
Gas Regulatory Policy

WEC Energy Group, Inc.
200 E. Randolph St.. 23rd FL
Chicago, IL 60601

Koby A. Bailey, Counsel
Legal Services Departmant
WEC Business Services LLC
200 E. Randolph Dr.
Chicago, IL 60601



Christine Baranowski Ouska, Senior Legal Analyst
Exelon Business Services Company

Three Lincoln Centre, 04-SE-043

OakBrook Terrace, IL 60181

Evan Betterton
6100 Emerald Pkwy.
Dublin, OH 43016

Craig Blanchette, President
Aqua Illinois, Inc.

1000 S. Schuyler Ave.
Kankakee, IL 60901

Lael Campbell, Director

State Government & Regulatory Affairs
Exelon Corporation

101 Constitution Ave., NW
Washington, DC 20001

Janice A. Dale, Senior Assistant Attorney General
Public Utilities Bureau, Chief

Illinois Attorney General's Office

100 W. Randolph St., 11th Fl.

Chicago, IL 60601

Jeffrey A. Ferry, Sr. Director
State Government Affairs
Dynegy Inc.

2604 Parsley Ln.
Springfield, IL 62711

Mona Gava, Paralegal

Rooney Rippie & Ratnaswamy LLP
350 W. Hubbard St., Ste. 600
Chicago, IL 60654

CC List

Richard Bernet

Exelon Business Services
10 S. Dearborn St., 49th Fl.
Chicago, IL 60603

Lewis Binswanger

Northern Illinois Gas Company
d/b/a Nicor Gas Company

1844 Ferry Rd.

Naperville, IL 60563-9600

Richard W. Bridal 11, Case Manager
Hlinois Commerce Commission
527 E. Capitol Avenue

Springfield, IL 62701

Cindy Chambers, Legal Assistant
Illinois Regulatory Team
Ameren Services Company

PO Box 66149, MC 1310

1901 Chouteau Ave.

St. Louis, MO 63166-6143

Ann DeBortoli, Vice President
175 W. Jackson, Ste. 240
Chicago, IL 60604

Cynthia Fonner Brady, Asst. General Counsel

Exelon Business Services Company
4300 Winfield Rd.
Warrenville, IL 60555

Robert L. Gibbs, Director
Government & Regulatory Affairs
194 Wood Ave. South

Iselin, NJ 08830



John P. Gomoll, Director, Regulatory & Legislative Affairs

PO Box 211
Saint Charles, IL 60174

Jermaine S. Grubbs
Ameren Service Company
PO Box 66149, MC 1310
1901 Chouteau Ave.

St. Louis, MO 63166-6149

Paul J. Hanley, Controller
Aqua lllinois, Inc.

1000 S. Schuyler Ave.
Kankakee, IL 60901

Chantal Jones

Commonwealth Edison Company
440 S. LaSalle St., 3300
Chicago, IL 60605

Heather Jorgenson, Administrative Law Judge
[llinois Commerce Commission

160 N. LaSalle St., Ste. C-800

Chicago, IL 60601

Rich Kerckhove, Director

Rates & Regulatory
Illinois-American Water Company
727 Craig Rd.

St. Louis, MO 63141

Michael R. Lee, Asst. General Counsel
Exelon Business Services Company, LLC
10 S. Dearborn St., 49th Fl.

Chicago, IL 60603

CC List

Geoffrey F. Grammer
Ameren Services Company
1901 Chouteau Ave.

PO Box 66149, MC 1310
St. Louis, MO 63166-6149

Pamela Hall, Legal Assistant
Whitt Sturtevant LLP

180 N. LaSalle St., Ste. 2020
Chicago, 1L 60601

Scott Humbard

Exelon Corporation

4300 Winfield Rd., 5th FL.
Warrenville, IL 60555

Kenneth C. Jones, Vice President

Legal

lllinois-American Water Company

100 N. Water Works Dr.
Belleville, IL 62223

Marjorie R. Kennedy, Atty. for Northern Illinois Gas Company

d/b/a Nicor Gas Company

Rooney Rippie & Ratnaswamy LLP

350 W. Hubbard St., Ste. 600
Chicago, IL 60654

John Kern

MC Squared Energy Services, LLC

175 W. Jackson, Ste. 240
Chicago, IL 60604

Kathleen Leiser
Public Utilities Bureau

[llinois Attorney General's Office

100 W. Randolph St., 11th FL.
Chicago, IL 60601



Karen L. Lusson, Sr. Assistant Attorney General
Public Utilities Bureau

[llinois Attorney General's Office

100 W. Randolph, 11th FL.

Chicago, IL 60601

Anne W. Mitchell, Atty. for Northern Illinois Gas Company
d/b/a Nicor Gas Company

Rooney Rippie & Ratnaswamy LLP

350 W. Hubbard St., Ste. 600

Chicago, IL 60654

Mike Nugent
6100 Emerald Pkwy.
dublin, OH 43016

Michael S. Pabian

Exelon Business Services Company
10 S. Dearborn St., 49th FI.
Chicago, IL 60603

John E. Rooney, Atty. for Northern Illinois Gas Company
d/b/a Nicor Gas Company

Rooney Rippie & Ratnaswamy LLP

350 W. Hubbard St., Ste. 600

Chicago, IL 60654

Marcy A. Sherrill

Office of General Counsel
[llinois Commerce Commission
160 N. LaSalle St., Ste. C-800
Chicago, IL 60601

John P. Slocum

Government & Regulatory Affairs Representative
Integrys Energy Services

10 S. Dearborn St., 47th Fl.

Chicago, IL 60606

CC List

Adam T. Margolin, Atty. for North Shore Gas Company
The Peoples Gas Light and Coke Company

Quarles & Brady LLP

300 N. LaSalle, Ste. 4000

Chicago, IL 60654

Kristin Munsch, Deputy Director
Citizens Utility Board

309 W. Washington, Ste. 800
Chicago, IL 60606

Joseph E. Oliker

Interstate Gas Supply of Ilinois, Inc.
6100 Emerald Pkwy.

Dublin, OH 43016

Teresa L. Ringenbach, Manager

Government & Regulatory Affairs (Midwest)
Direct Energy, LLC

21 E. State St., 19th FI.

Columbus, OH 43215

Susan L. Satter, Sr. Asst. Attorney General
Hiinois Attorney General's Office

11th Floor

100 W. Randolph

Chicago, IL 60601

Christopher Sill
1500 Eastport Plaza Dr.
Collinsville, IL 62234

Julie Soderna, General Counsel
Citizens Utility Board

309 W. Washington, Ste. 800
Chicago, IL 60606



Michael R. Strong, ATTY. FOR ICEA & ADVANCED ENERGY
ECONOMY INSTITUTE

Funkhouser Vegosen Liebman & Dunn Ltd.

55 W. Monroe St., Ste. 2300

Chicago, IL 60603

Charles C. Sutton, President
175 W. Jackson Blvd., Ste. 240
Chicago, IL 60604

Matthew R. Tome, Director & Assistant General Counse!
Ameren Services Company

PO Box 66149, MC 1310

1901 Chouteau Ave.

St. Louis, MO 63166

Danny Waggoner

Advanced Energy Economy Institute
1000 Vermont Ave., NW, FI. 3
Washington, DC 20005

Kevin Wright, President

Illinois Competitive Energy Association
1601 Clearview Dr.

Springfield, IL 62704

Jonathan Eastvold
Rules Analyst 111, JCAR
700 Stratton Building
Springfield, IL 62706

CC List

Albert D. Sturtevant, Atty. for Aqua Illinois, Inc.
Illinois-American Water Company

Whitt Sturtevant LLP

180 N. LaSalle St., Ste. 2020

Chicago, IL 60601

Charles S. Tenorio, Principal Regulatory Specialist
Regulatory Strategies & Services

Commonwealth Edison Company

440 S. LaSalle St., Ste. 3300

Chicago, IL 60605

Nikhil Vijaykar, Atty. for Aqua lllinois, Inc.
Itlinois-American Water Company

Whitt Sturtevant LLP

180 N. LaSalle St., Ste. 2020

Chicago, IL 60601

Matthew S. White
6100 Emerald Parkway
Dublin, OH 43016

Anne M. Zehr, Atty. for Aqua Illinois, Inc.
[llinois-American Water Company

Whitt Sturtevant LLP

180 N. LaSalle St., Ste. 2020

Chicago, IL 60601



